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PPLA 29- 1336/

5 -7 1973

MEMORANDUM FOR: Director of Finance
Director of Logistics

FROM: Don I. Wortman
Deputy Director for Administration

SUBJECT: Audit Services for CIA indlxstﬁal Contracts

1. As you will recall, I asked, a number of months ago, whether we
could afford to maintain the industrial audit capabilities contained in
Finance's Commercial Systems and Audit Division (CSAD). The Defense
Contract Audit Agency (DCAA) had previously suggested that they provide
direct reimbursable contract audit support in lieu of our maintaining
an independent, internal capability.

2. Each of you reviewed this issue, and I have now done so as well.
It is my belief that there is nothing to be gained by eliminating our
jinternal industrial contract audit capability and relying entirely on
the contract services of DCAA. On the contrary, I am satisfied that the
CSAD capability is a necessary one that ensures the Agency the respon-
siveness and flexibility needed to accomplish important intelligence
responsibilities in a timely and effective manner. The depth and timeli-
ness of reimbursed support provided by DCAA to other federal departments
and agencies would not, in my view, be adequate for CIA needs.

3. In the course of reviewing this matter, I have acquired an
appreciation for the responsive contribution being made by CSAD personnel--
both those within CSAD and those on rotational assignment elsewhere in
the Agency. Please commend them for a job well done.

4

Don I. Wortman
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v e B, The Ageucy has, since its incent ,-maintained
en’ 1nddstrlal contract zudit capability tc faciiitste nzgotia-
tion,"administration and settlement ci Agency tracis. - This

aﬂalvl;ty cnr*y"tﬁy is represanted by the (Commercizl Systems
apd Audit Division (CSAD) hlthlp our 0ffic 0: nance, which
s responsible for zudit of oiferors'-proposs es well as
nterin snd final szudit of in dustrisal cont?acLs executed in

1) "-Jc (=0
! ot

accordance .with procurement ‘euthority delegated to the'l /L
Or/CCAD currently provides audit services for nine CIA com-

trecting elements. Lieison euditors ave assign ned to fhree
.coﬂtr&ct1ng elements for preaward audit services. = 25X1
‘t‘ c. In sddition to those contracts depencdent on -
procurament suthority delegated to the B/L, there is 2 dele-
gation of procurement suthority which fiows from the oCI to
The senicr coatracting officer for MNetional Proyranms, whe is
assigned to the Cffice of Develeprment and Ing Ti.y witkin
DPSET. Audit services for contrazcts exscutzsd t tipne
Progrems coniracting officer ere proviced by 5 s
(Dztachment A} of the 3 The DCAR is an ¢ 25t
Departzent of Irlense s cprroxizeiely 3
For cur Haticnsl ¥ ' ctrects, thie TREA
entire it funct results ¢f fheoir su
provid CIA zo cfficors as advisoery ToLOTH ;
2CTOTGE with t lcguisition regalation, 25X1
, 2. UCAA has now vroposed to ez;aad its sarvices t.
the Agency by j} e?*c*mlng aucit services on Agency contracts
executed Lnder the authority flowing from the D/ Such
services would be provided on a reimbursable basis, based on

actual audit hours billed at the prevailing 1nteravency Trate.
Travel and per diem expenses required to accomplish zudits of

& non- rnutlna nzture would bP bllled separately. 25X1
'?.ngf{stcu551on of Issues. o
— a.” Third Pﬁrty Pr1V1;y to CIA chtfac s )
The prﬁnc1ﬁal concern the LCRB had vwhken coa-
dering DCAA's proposal was the potenblhl lhu*Ct accaptance
e offer would have on this Agency's histerical positien
regard to third party pr1v ty to its contracts. The CIA
in meay forums, taken the position that third party
jrazions, such as the Gencral Accounting Cffice, the
gxd the §F 211 FTuosin ped icn, should not
acress 1o 3ls ProTurih T The tasis for this
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csition stems from security and operationazl considerations. In
he wmeiority of our contractuzl relztioaships, pudblic acinowledg-
ent of CIA invelvement could seriously jeopardize theé securi ty
f related prejects and compronise intelligence sources and methods.
ccess to contract and project information by organizations outside
ke span of control of the NCI, upless absolutely reduired to carry
out the mission of the Lgency, “ha alvays been viewed as not in
keeping with the Tirector's statutcry respoasibility to- protect
intelligence sources and methods. Tha lptest etamgle GF the CIA's
pesition in this regerd is szt forth in reference A, which is ’?
a;tached for your information. ~ 25X
The contracst functicen is an intezrel psrt of the
everall procurendnt procss and perforsance of this fuﬁctlon
within the &gency invo s farmilisrization with, and access to,
ciessified procurement ¢ progrer information. All cwlng DCAA
to azdit these Agency funded contracts would be inconsistent with
the CIA's stated peositionm regardi&g LON-8CCess €0 our procure:ent
activities by third perties, would 51gn1ficant1y erode the Agency's
defensc of that position, and would raise serlcus ‘questions Tregaréd-
ing the Agemcy's ebility to przvent unauthorized disclesure of ,
ciassified procurement and progran sensitive 11:ormat10a._ 25X1
Attached heret v of 2 memoranduz
hief, (Centrazl cf Ozerstions
)}, yYegerding t 0 indicated that
believe thzt procurement suthori-
atutery resn £it wheleszle turn-
DCAA of th L Teqsiremsnts.,
L ¢id indice T Lo : ¥ould be accepteble
£ It ct by contr ceis % o to perfeorm sudit
vics§, wvspecislly i Cofes o clessified contracts whers
chared funds are us ‘esed upon statistics from the CIA's
iract information s (COX1IF), it is estimated that approxi
<2y 12 per cent of ency's suditable procurement acticns
zd £211 in that cat . The ACRD did not belisve the nurte
zuditable contracts ing in this cate rranted estab-
hing a s=cond source for audit support. | e 25X1
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is another isesue which concern ed the RCRB
el

Secur it)
chiad hersto zddrssses the s#CLrity isswe. . It

"'-—.( — -
refereoce € gttachs

was noted that DCAA personnel are not ‘reguired to mset the same

scerity standerds as CIA employees. - For e*adple, ‘they are ﬁvt

*CRE’bellev

. 25X1

1, - 3
and should not be ignor

C. Setting of Prec
The audit functil one of se furcticns
Taguired to ke perfornsd = the procurewment rrocess.
Seus oi thie othier funciicns i ‘e contract administrztion,
inspection and gquelity contrsl, property adzinistration, and
indusiriel security. n the vi cf the ACPE, the carvimg .
ovi ©f ine pudit £ ng tral service peoricgroed
ty &n cutsile zrency & te cousidcration for
tronsicrring resrens erfcrmance of scome.of . - .-
The prher L TEE ciher Covernment agenciss,
3 t s of zurtrner increase the
“imtes of intelligcnce sources
c. desponsivensIis to foency Reauir emeats

it is the gpinion of the ACRB that rzzsx'm.zs.lve,w
to Agency requirexents for zudit services would suffer 1f
HCAA's proposzl were accepted. This conclusien was reached

uaccé upon the reesonzble assumption that if the zudit servi:

zr7¢ to be performed by an ocutside Agency, uhick has custonco:
£t than Clﬁ, some diminution in se*vztss wouid
result.  Howsver, the ACRB is not im 2 posivien 15 gauge the
extent of any projected decrezse in the cffectiveness of audit
support. It should be noted that responze time beccnes
extrenely critical towards the esd of ths fiscal year. 25X1
4
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